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A Weheard you and clearly understand the impacts of a potential rate increase aregan.

A We share your concern and have worked hardnimimize increases tthe IPR proposed
spending levels.

A Inresponse, we have kept our IPR related costs below the ratlafion.
A Inaddition, we have included a rigorous undistributeduction.
A However we have additional challenges impacting our futtates.

A We have upward ratpressure due to such items as our Fish & Wildlife obligations and
Residential Exchange.

A Thechange ir2016/17 power rates also reflects a ortgne benefit in the2014/15rates, a
reduction of$85 million due to debt managemeattions.

A Aswe begin this IPR process, we look forward to your suggestions on proposed spending level
andare open to other ideas to mitigate rafgessure.
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Integrated Program Review

A¢CKS Ltw Aad RSaAIYSR (G2 Sy3IlI3IS 0KS NBI
designed to meet its mission in both the neand longterm.

A The IPR process allows interested parties to review and comment on all relevant
Federal Columbia River Power System expense and capital spending level estimat
the same forum.

A Comments received during the process will be considered when developing final
program levels and revenue requirements for the 2Q1Grate case.
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constituents as we act in concert with others to assure the Pacific Northwest:

A An adequate, efficient, economical and reliable power supply;

A A transmission system that is adequate to the task of integrating and
transmitting power from federal and nefederal generating units, providing
AaSNDAOS (G2 .t!Qa OdzaG2YSNEZI LINPOAF
maintaining electrical reliability and stability;

Vd ~
0

AaAlAldA3alradArzy 2F GK CSRSN}ft [/ 2ftdzYoal
wildlife; and

A Rates that are set as low as possible consistent with sound business princi
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IPR NeadTerm

There are both neaterm and longterm aspects to the IPR. In the ndarm:

A Draft program spending levels for fiscal years 2016 and 2017 have been
thoroughly reviewed and scrubbed to find additional cost reductions, and are now
ready for public review and comment.

A .t!1Qa AYUSNYylIrt NBOASSG UNASR (2 ARSyYIl.
allow us the ability to run the business and deliver on our mission.

A Reductions in actual program deliverables and scope will need to be considered i
additional reductions in program spending levels are to be found.

A .t!Qa 3J2Ft Aa G2 1SSLI NI GSa Fa t29 |
principles.
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IPR Longlerm

A Even though there is a desire to focus primarily on the program spending levels fc
the next rate periodBPA encourages participants to think longarm about
.t Qa O0z2al0 addNHzOG dzNB = & LISofffneeded] toLINA 2 N
preserve the extraordinarily valuable federal power and transmission system for
decades to come.

A BPA has identified long term goals that we believe need to be considered when
discussing fiscal years 2018 proposed spending.
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IPR Longlerm

.t 1 Q aterrh @ogldinclude:

A Providing low cost hydropov,vesmd trvar,lsmissiAon tohe I\Jorthwest by positioning
.t Qa O2au adeNiAdes trNSconpgtiR/@dst2029

A Developing strategies that enable the system to operate more efficiently and
reliably;

A Developing a stable and sustainable path with respect to asset health and long
term rate impacts;

A . FEfFTYyOAy3d .t! Qa O2YYAUYSyYy(d (2 SySNBHE@
assets and meet other capital requirements;

A Maintaining commitment to future fish and wildlife mitigation while maintaining
stable funding levels;

A Positioning for the future with lon¢erm focused debt management of the
existing debt portfolio; and

A Planning for succession behindvorkforcenearing retirement.

1 4 | N T E G R A T E D P R O G R A M R E V I E W 7
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Introduction of the IPR for 2016 & 2017

A Today's meeting focuses key elements in proposed expense spending levels for Power,
Transmission and Agency Services FY-2018 costs.

A BPA is also introducing a new process for developing these proposed spending levels and will st
more information about that effort.

ACKSaS LINPLRAaSR Ltw fS@gSfta NBTFESOO .t! Qa OdzN
review and discussion by participants.

A This meeting follows the CIR kickoff meeting of Feb 2014 that introduced proposed capital spenc
levels.

May 2014 June 2014 July 2014 Aug. 2014 Sept. 2014
Capital : ' :
Investment : CIR Soft-Close
Review (C|R)/ : Release Capital
. : Assum ptions for IPR
Project

Prioritization

Access to : : . : :

Capltall : : Deht Manageg"lent/Ac:ess to Capital : : Annual Update

: : Public Meeting : : Accessto Capital Strategy at
Debt (Part of IPR) 4th Quarter QBR
Management :
Integrated . : :
P Revi : Integrated Program Review Public Process : : Issue IPR Close-Out

rogram Review : 7 Week Process : : Letter & Report

{IPR) : :

—— —— —— — — — — — — — — — T — — — — — — — — — T — — — — — — — — o— o—
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Revised IPR Spending Level Development Process

Based on prior stakeholder feedback, BPA revised the way spending levels were initiall
developed for this IPR process.

Instead of inflating prior budgets as has been done in prior IPRs, th@1RBYexpense
actualswere inflated and used ake starting point, or Baseline.

An UpperLimit (or ceilingvas then calculatetdased orthe inflatedBR14 ratecase.
The differencébetween the Baseline and the Upper Limnieatedad t f | Y ZRY 8

There are foudistinctPlanning Poolg Power, Transmission, Chief Operating Officer, and
DeputyAdministrator.

The Pool Manageisadthe ability tomore strategically distributéheir poolto their
respective programs and departments to funew initiatives, projects, or staffing that
were not included in the calculation of the baseline

Anyincreasedo costsin exces®f the baseline
required justificatiorto Pool Managers.

After applying undistributed reductiorisased on
anl yIFfeaara 27 . t! Qi tzy RSNBEHSYRAY I 'y R dz
new methodology PR proposed spending levels

are $42.7million lower than paspractices.

Upper Limit

Planning Pool

FY1s FY16 FY17

1 4 | N T E G R A T E D P R O G R A M R E V I E W 9
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Power

The Integrated Program Review focuses on program and internal costs that make up
approximately 45% of Power S NIJave@rd& ée¥enue requirement.

In the 201617 rate period, BPA is proposing®.2million increasein average annual
IPRfundinglevels, a 0.6% increase to rateBhisincrease in funding is below the rate
of inflation and isdriven by:

A The need to continue investing in maintenance of the Federal Columbia River Powe
System, and

A Obligations for fish and wildlife mitigation.

These increases are somewhat offset by:
A A decrease in the funding levels required for the Columbia Generating Station, and
A $20 million in undistributed reductions from Pow8ervices.

0o 1.4 I N T E G R A T E D P R O G R A M R E V I E W 10
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Power

NonlPRCosts OO2dzy i F2NJ §KS NBYIFIAYAY3I ppx 27F
requirement. In the 201617 rate period, BPA is forecasting theseancorease by about
$149million per year, a 7.7% increase to rat¥ghile some of theserojectionswill

change, updated forecasts for these costs are included in this package. The main driv
behind these cost increases are:

A Capital Related CostsCosts associated with past capital spending account for $123
million of the projectecannual average cost increasAswill be discussed latethis
increase appearargebecause of $85 milliom one time actions that decreased the
capital related costembeddedin the last rate case.

A Other NonlIPR CostsBPAalsocurrently projectsabout$26 million per yeain
increased costs that are modeled in the rate case or are a function of past
settlements such as:

A ResidentiaExchangeand

A Transmission Acquisition and Ancill&grvices, particularly costs associated
with Southern Idaho Load Service.

0o 1.4 I N T E G R A T E D P R O G R A M R E V I E W 11
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Power
Driver: Potential Power Revenue Requirement

Power Purchases
3% Columbia Generating Station
10%

Residential Exchange Benefits
10%

Bureau of Reclamation
5%

Corps of Engineers
8%

Renewables
2%

Energy Efficiency
2%

Non-Generation Operations
3%

CapitaiRelated Cosi
36%

~_Fish & Wildlife, Lower Snake River
Comp Plan
10%

NW Power and Conservation
Council

<1%
\ Power Internal Support °

Other IPR Costs 3%

Transmission Acquisition and
2%

Ancillary Services
6%
Note: For FY 2018017, the tweyear annual average revenue requirement (before credits) is $2.951 billion, not includingQimeilfon/year undistributed reduction.Total revenue credits and
discounts areoughly$0.791 billion, which includes secondary sales (including the slice value of se¢plmadensity discounts, irrigation ra@iscounts,generation input revenues, the
4(h)(10)(C) credit, and DSI revenues.
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Preliminary Power Rate Effect for FY 2016

Change from Change from Change from 2014
BP-14 to 2014 BP-14 to 2014 Jan Initial IPR
Jan Initial IPR (FY16/17)  Proposed IPR (FY 16/ to 2014 Proposed IPF
%
Change % Change
IPR COSTS $(Million) in Rates $(Million) in Rates $(Million)
1 Columbia Generating Station 4 02% (19) -1.0% (22)
2 Bureau of Reclamation 16 0.8% 16 0.8% 0
3 Corps of Engineers 19 0.9% 19 1.0% 0
4 Fish and Wildlife 15 0.8% 16 0.8% 0
5 Energy Efficiency 3 02% 1 01% 2
6 Internal Operations & Undistributed Reduction 9 0.4% 6 0.3% 2
7 Other Costs & Undistributed Reductién (6) -0.3% (27) -1.4% (21)
8 IPR Sub-total 60 3.0% 12 0.6% (47)
9 Capital-Related Costs 49 2.4% 38  2.0% (11)
9a BP-14 Debt Mngmt Actions 85 4.2% 85 4.4% -
Non-IPR Rate Analysis Costs & Credits
10 Rate Discounts 3 01% 8 0.4% 5
11 Residential Exchange 16 0.8% 14  0.7% (1)
12 Transmission and Ancillary Services 4  0.2% 13 0.7% 8
13 Net Power Purchase and Sale (2) -01% 5) -0.3% 3
14 4(h)10(C) 4 02% 4 02% -
15 Generation Inputs 2 01% 2 0.1% -
16 DSI Sales (10) -0.5% (10) -0.5% 1
17 Other Credits (1) -0.1% (1) 0.0% 0
18 Non-IPR Sub-total 16 0.8% 26 1.3% 10
19 Total Net Revenue Requirement 209 10.4% 161 8.4% (48)
20 Load Change to Rate 0.2% 0.3%
21 Total Change in Rate 10.6% 8.7% -1.9%

Y Includes Long Term Generating Projects, Operating Generation Settlement Payments (Colville), and Non-Operating Generation.
Z Includes Depreciation, Amortization, MRNR, Net Interest and Non-Federal Debt Service. Financing assumptions are based on current
and do not reflect debt management actions proposed at the Oct. 23, 2013 Debt Manaagement Workshop.
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Power
FY 2016L7 Average: Proposed

Power Internal Support

6% Bureau of Reclamation
12%

Renewables

Q_\?)

NW Power & Conservati
Council
1%

Non-Generation Operatio

8% Corps of Engineers

19%

Fish & Wildlife, Lower Snak
River Comp Plan
24%

" Columbia Generating Station
L - 23%

Energy Efficiency

4%
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Power Services Expense Summary
1400.0 ($ Millions)
986.4 1,009.0 1,092.7 1,090.3 1,158.9 1,214.2 1,276.4 1,274.9 1,226.5 1,300.1 1,245.3 1,263.3
76.9 s
76.0 76.6 11.4 .
1200.0 — 74— 74.8 $E:3—
73.6 10.8 10.8 112 107
10.6
291.7 291.7 3069 303.1
1000.0 o 674 2847 —— 2993 288.2 =
9.4 =
800.0 - 1986 222.9
40.3
600.0
. 35.4
2
S
= 400.0
) .
200.0
0.0 . /j 0
2009 2010 2011 2012 2013 2014 2015 2015 2014-2015 | 2016-2017
Actuals Rate Case Proposed IPR Average Rate  Average
-200.0 | Case Proposed IPR
m Columbia Generating Station m Bureau of Reclamation m Corps of Engineers
H Renewables B Energy Efficiency ® Non-Generation Operations
Fish & Wildlife, Lower Snake River Comp RI&W Power & Conservation Council Power Internal Support
Undistributed Reduction
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Power

Proposed spending levels for the Columbia Generating Station (CGS) are
olaSR 2y 9y SNHeé b2NIKgSadQa Hnanmn
emerging equipment reliability issues.

A -$19 million & decreasdrom the

previous LRP)
A Note:¢ KS&S 02aida YIre 02YS R2gy TFdzNIKSNI Ay NBalLkRyasS (2 tF-3iS oNBI
the nuclear wastdee.

Columbia Generatir
Station $300,110
23%

A
w Escalation of regulatory fees, labor, contracts and other costs.
w Fuel costs included in proposed spending levels are based on fuel purchases per
contracts/forecasts and not by escalating previous fuel purchases.
w Increased cost of employee health and other benefits; increased state generation
taxes; increased spares program funding; higher premiums for Nuclear Electric
Insurance Limited (NEIL); higher decommissioning trust fund costs.
Actuals Rate Case Proposed IPR
($ Thousands) 2013 2014 2015 2015 2016 2017
Columbia Generating Station 330,06¢ 298,751 338,558 339,864 270,048 330,171
Grand Total 330,064 298,751 338,55% 339,863 270,049 330,173
A

w Include emergent reliability issues, length of refueling outages, unknown regulatory
requirements, and increases in employee benefits.

0o 1.4 I N T E G R A T E D P R O G R A M R E V I E W 16
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Proposedspending levelfor the Corps of Engineers (Corps)
are consistent with levels identified in they®ar O&M budget
plan as presenteth the 2012 IPR and confirmed through a
rigorous baseline budgeting process. These processes deter
the minimum funding required to meet operating reliability ant
performance requirements.

N N E V I L L E P O W E R A D M I N I S T R A T I O N

Power

Corps of Engineers
$247,433
19%

A $19 million
A
A Increased routine and neroutine maintenance requirements address declining hydroAMP equipment ratings and
the continued risk of significant forcemitages and loss of hydro generatiogpacity.
o0 Sincdast IPR, there have been multiple forced outagedohnDay, Bonnevill®owerhouse2, and McNary.
A As identified in last IPR, costs continue to increthse are associategvith non-routine extraordinary maintenance,
cultural resource mitigation, WECC/NERC compliance, cyber and physical security, and labor.
Actuals Rate Case Proposed IPR
($ Thousands) 2013 2014 2015 2015 2016 2017
Corps of Engineers 208,094 225,681 231,87¢ 231,874 243,88" 250,981
Grand Total 208,094 225,681 231,878 231,874 243,884 250,98
A
A As the Corps continues to manage aoutine extraordinary maintenance needs within proposed funding levels,
there will continue to be reliability risk and increased O&M cost pressures.
A Corpswages were frozen in November 2010, but when the freeze is lifted, at least the Trades and Crafts (T&C)

SYLX 28SS&aQ 461 3S& oO0d9cmxk: 2F [/ 2N1JAQ &Gl FF0 gAff 0SS | R
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Power

Bureau of Reclamation
$157,470
12%

Similar to the Corps, proposegending levels for thBureau of
Reclamation areonsistent with levels identified in theyearO&M
budgetplan as presented in the 2012 IPR and confirmed through
rigorousbaseline budgeting process. These processes determine
minimumfunding required taneet operating reliability and

performancerequirements.
A $16 million

-

A

A Like the Corps, Reclamation is facing increased roatitenonroutine maintenanceo address declining hydroAMP
equipment ratings and the continued risk of significant forced outages and loss of hydro generating capacity.

o0 Since last IPR, there have been multiple forced outag€and Coulee.

A Asidentified in last IPR, costs continue to increase associated withrawtine extraordinary maintenance, cultural
resource mitigation, WECC/NERC compliance, cyber and physical security, and labor.

Actuals Rate Case Proposed IPR
($ Thousands) 2013 2014 2015 2015 2016 2017
Bureau of Reclamation 127,114 140,601 143,03 143,033 156,814 158,12
Grand Total 127,114 140,601 143,03 143,033 156,81 158,121

-

A

A As Reclamation continugs manage norroutine extraordinary maintenance needs within proposed funding
levels,there will continue to be reliability risk and O&M cost pressures.

2 01 4 | N T E G R A T E D P R O G R A M R E V I E W 18
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Power \
I NB o0F&aSR 2y | OKASQGAY3 Lzt A0 L&

Proposed expense funding levels for the Energy Efficiency program
savingdl I NASGa asSi "PgwerlPus / 2dzy OAf Q:

A Increase from BA4: $1M
A These funding levels support:

A Research, data collection, and evaluation of fmsagrammatic savings;
A Northwest Energy Efficiency Alliance (NEEA
A Low income and tribal grants for improving energy efficiency;
. . . . E Effici
A Reimbursable conservation program with other federal agencies (rate neut i
A Costs associated with legacy conservation projects; and 4%
A Technical services, customer service, savings calculators, and other support activities
Actuals Rate Case Proposed IPR
($ Thousands)| 2013 2014 2015 2015 2016 2017

Demand Side Management Technology 1 0 0 0 0 0

Conservation Acquisition 10,394 16,444 16,754 14,692 14,632 14,642

Low-income Energy Efficiency 5,025 5,155 5,252 5,252 5,336 5,422

Reimbursable Energy Efficiency Developmgnt 5,368 11,859 12,083 13,000 15,000 7,000

Legacy 773 1,031 1,050 605 605 605

Market Transformation 14,517 13,919 14,180 14,748 14,996 15,236

Demand Response & Smart Grid - - 1,824 1,244 1,245

Grand Total 36,074 48,40 49,32( 50,124 51,814 44,15(

*Note: Demand Response and Smart Grid was previously embedded in Conservation Acquisition.

A Risks of operating at the proposed levels
w Since most incentives are capitalized, these funding levels are likely to be adequate unles®dwveer Plan
calls for a significant ramp up of new programs.

w BPA could also face pressure to increase its share of NEEA funding.

2 01 4 | N T E G R A T E D P R O G R A M R E V I E W 19
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Power

~ P ~

¢KS LINPLIR2ZASR &aLISYyRAy3I tSoSta 1
levelsSELISOGSR G2 FdzZ FAfE G4KS 38
under the FCRPS and other biological opinions, the Northwest Pov
Act, the Columbia Basin Fish Accords, wildlife settlements, and otf ‘

Fish & Wildlife
agreementS. LSRCP \
A . $303,126
A $16 million 24%

-

A
A The proposed funding levels for FY2@Bare consistent with the previous IPR. They reflect stable funding with
negotiated levels of inflation adjustments through the term of the FCRPS BiOp and Fish Accords.
Actuals Rate Case Proposed IPR
($Thousands)I™55; 3 2014 2015 2015 2016 2017

Fish & Wildlife 238,984 254,00( 260,00( 260,00( 267,00( 274,00(
Lower Snake Hatcheries 28,70( 30,670 31,67( 31,67( 32,3093 32,944
Grand Total 267,684 284,67( 291,61 291,67( 299,304 306,944

A

A There is risk that commitments could exceed the proposed spending level in a given year due to the shape of
spending (driven primarily by the flexibility allowed in the Fish Accords), despite overall costs remaining the same
across multiple rate periods.

A This funding level does not include support for certain maintenance and Best Management Practices activities at
Lower Snake River Comp Pfaailities.

2 01 4 | N T E G R A T E D P R O G R A M R E V I E W 20
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Power
Debt Management

2-year average increase over Ei: Proposed capital related costs are $123 million higher thadB{11 million
lower than in the January 8 Building the IPR Framework packet).

BR14 capital related costs were reduced by $85 million from atime debt management action designed to
provide rate relief in BR4. Proposed capital related costs would have been $38 million higher thad BEhe $85
million reduction in BA4 had not occurred.

Drivers for the increase over BP4:

A $85million annual averageatch up
from BR14 onetime debt
management rate relief; $123M estimated

A Capital costs have increased due tc increase in capital
the rampup in capital investments el G
to sustain an aging infrastructure

A Bothinterest expense and B

.. . . Est.BR16 Capital
depreC|at|on are increasing as a Related cOgts

($1,060M,
result. o

BR14 Capital
Related Costs
($937M)
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Power

A BPA andEnergy Northwest (ENYe considering moving toward integrated debt management for the benefit of the
region.

A The integrated management strategy includes refinancing and restructuring of Energy Northwest debt, hereinafter
referred to as Regional Cooperation Debt.

A The potential opportunities from Regional Cooperation Debt refinancings germinated in discussions among regional
stakeholders, EN and BPA over the past year.

A Refinancing and restructuring Regional Cooperation Debt would restruct@® s#lion ($1.7 billion WNP 1 and 3, $1.5
billion CGS)f outstanding debt. In its place, BPA would repay a like amount ofihigirest Federal debt, creating
substantial interest savings with no increase to FCRP Sdlbéloutstanding.

A ¢KS AyUuSNBald NIXradS aLINBIR 6SGsSSy .t!Qa KAIKSAG NIXIGS 7T
extended debt is currently about 3.45 percent.
A The proposed refinancings would:
A 1) decrease interest expenses;
2) accelerate overall FCRPS principal repayment;
3) help maintain or reduce the weighted average maturity of the total debt portfolio;

4) restore U.S. Treasury borrowing authority; and

To Do Do Io

5) help reduce the amount of the proposed rate increase irlB8By a range between $15 million and $25 million
per year. The lower range is if the refinancings are limited to debt maturing on or after July 1, 2015. The higher
range is if refinancings can be implemented to include regional cooperation debt maturing on July 1, 2014.

2 01 4 | N T E G R A T E D P R O G R A M R E V I E W 22
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Transmission Overview

CNFyavyraarzy {SNBAOSaAQ Hnmn Lt vastiBglSghuasork NS |
built upon a foundation of technologicainovationand regulatory compliance, that delivers
productsand solutions for Northwestustomersbalancing the following strategic challenges:
A Maintaining and improving the reliability and capacity of an F@RFSinaverage
component agaapproaching0years;
A Resources need to keep pace with evolving mandatory compliance reliability standards and
market transformation;
A Acquisition of new (notfiederal) sources of balancing energy required to integrate variable
generationresources;
A Respondindo customer and marketplace needs eyploringnewways to provide
Transmission service, including new market constructs suéisintrahour scheduling,
and demandesponse;
A Keeping rates at their lowest fiscaligsponsible level while maintaining forward momentum
on BPA and regional strategic priorities

For the FY 20167 rate case period, Transmission is estimating a rate increase of 6.1%.

*The 6.1 percent increase reflects the average increase of all rate segments
2 0 1 4 I N T E G R A T E D P R O G R A M R E V | E W 23
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Transmission
Potential Transmission Revenue Requirement
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Preliminary Transmission Rate Effect for FY 2016

A B C D E F
Change from Change from BP-14 Change from Jan Initie
BP-14 to Jan Initial IPI 2014 Proposed IPR IPR to 2014 Proposec
(FY 16/17) (FY 16/17) IPR
% Change % Change
Expenses $(Million)  in Rates $(Million)  in Rates $(Million)
1 Operations 1 0.1% 11 1.0% 10
2 Maintenance 6 0.5% 7 0.6% 1
3 Engineering 1 0.1% 7 0.6% 7
4 Internal Support & Undistributed Reduction 4 0.3% 4 0.4% 1
5 IPR Sub-total 12 1.0% 30 2.6% 18
6 Ancillary Service¥ 7 0.7% 13 1.1% 6
7 Use of Reserves for Rate Refief 20 1.8% 20 1.7% 0
8 Non-IPR Sub-total 27 2.4% 33 2.9% 6
9 Capital Related Costs 82 7.2% 24 2.1% -58
10 IPR & Non-IPR ChangRow 5+8+9) 121 10.6% 87 7.6% -34 -3.0%
11 Revenues -0.3% -1.5% -1.2%
12 Total Change in Ratg&ow 10+11§' 10.3% 6.1% -4.2%

1/ The Ancillary Services forecast has been modified to reflect levels filed in the Errata to BP-14 Final Proposal.
2/ Use of reserves in BP-14 included $20 million/yr for rate mitigation.

3/ Includes Net Interest Expense, Depreciation/Amortization and Minimum Required Net Revenues.

4/ Change in rates reflects average across all segments.
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Transmission
FY 2016L7 Average Proposed IPR

Business Support Engineering
10% 11%
Environment Pollution Prevention and
Abatement
1%

Transmission Internal Support
18%

Maintenance
34%

System Operations
17%

Schedulin .
2% . . Marketing
Non-Between Business Line (N&BL) A%
Transmission Acquisition and Ancillary
Services
3%
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B O N N E V I L L E P O W E R A.D M I N I S T R A T I
($ Millions)
500.0
324.4 327.9 356.2 395.7 398.6 425.1 435.1 450.3 457.4 466.8 430.1 462.1
85.1 86.9 86.0
86.6
400.0 — _— =
78.4 809 121 iy
1217 . T
743 1.7 — 10.9
10.1 ' 487 49.1 10.2 189
418 417 o
75.6 18.1 13.1 41.6 :
3000 434 65.8 |
6.7 46.1 45.9
6.9 10.9
27.6 242
m
c
k=l
=200.0
=
&
100.0
144.3 144.2
0.0 . o 20
2009 2010 2011 2012 2013 2014 2015 2015 2016 2017 2014-2015 2016-2017
Actuals Rate Case Proposed IPR Average Rate Casd\verage Propose+
IPR
-100.0
m Operations ~ ® Maintenance Engineering Non-Between Business line Acquisitions and Ancillary Service: Transmission Internal Business Support m Undistributed Reduction

Note: Transmission Operations includes System Operations, Scheduling, Marketing and Business Support programs. Matltelesn8gstem Maintenance and Environment programs.
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Transmission Program Highlights

System Operations is responsible for the safe and reliable operation of the Federal
Columbia River Transmission System. It provides services ranging from control center
operations to system topology studies, IT, automation and communications sys
and support, and substation operations. System Operations includes the IT,
System Dispatching, Control Center Support, Technical Operations, and

Substation Operations sufrograms. T
A 2-yearaverage (FY16Y17)$78.5 million
A Changdrom BR14:$8.8 million/yr

Drivers forrequested funding level

A IncreasedBalancing Authoritand Transmission Operator roles, responsibilities and
complexities associated with response to raale system events, integration ehhanced
_outage coordinationsupport for emergindPA and regional strategic Initiatives

A Resources and systems for monitoring and controlling the |chjzvlgecr grig,\}\r/n r%}/]igg gnd
an ards.

maintaining dispatcher tools, and compliance witlandatory

Actuals Rate Case Proposed IPR
System Operations ($ Thousands|™ 55,3 2014 2015 2015 2016 2017
Information Technology 9,115 7,415 7,568 10,339 10,371 10,55¢
Power System Dispatching 12,155 13,584 14,123 13,4072 13,536 13,671
Control Center Support 14,063 18,567 19,299 18,384 18,577 18,751
Technical Operations 4,41¢ 6,745 6,974 10,884 14,094 14,194
Substation Operations 21,75( 22,307 22,815 21,070 21,399 21,817
Grand Total 61,49( 68,618 70,774 74,084 77,97 78,99¢
Risks of funding below the proposed level
A Increased system reliability risks including increased robabil{’?/ of outages and curtailments
non-compliancewith mandatory standards, includifgERC CIP Versiofibits on access to

emer?ing tools, systems and trained resources to manage emerging system and market

comp
2 0 1 4 |

N T E G R A T E D

P R O G R A M

R E V |

exities, reduced ability to troubleshoot and maintain critical control center assets.
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Transmission Program Highlights

.tlQa ¢NlryaYAaaAzy {OKSRdzt Ay3a LINEBIANI Y LINE
Transmissioscheduling, reservation transaction processing and analytical
Slﬁ)&)ortfor the longterm and shortterm Transmission sales, consistent with
BPA'®Open Access Transmission Tariff (OATT), business practices and
procedures. It includes the Reservations,-Baheduling, Redlime Scheduling,
After-the-Fact Scheduling, and Technical Supportdgrams.

A 2-yearaverage:$11.2 million
A Changerom BR14:-$1.5 million/yr

Drivers forrequested funding level:

A Preparation for permanent staffing and operation of the new Munro Scheduling
Center to provide full redundancy in emergency situations.

A Integrated automation projects for tariff compliance, Network Open Season(NOS) and Generation
Integration (GI) responsibilities.

A Implementation of FERC Order 764-
Transmission Service (NITS) on OA

Scheduling
$11,243
2%

ghﬁnute scheduling?z, implementation of Network Integration
IS that meets NAESB and tariff requirements and customer needs.

Scheduling

($ Thousands)

Actuals

Rate Case

Proposed IPR

2013

2014

2015

2015

2016

2017

Reservations
Pre-Scheduling
Real-Time Scheduling
Technical Support

4,16(
24Q
3,879
432

5,697

244
5,434
1,007

5,816

252
5,531
1,031

1,328

261
4,708
4,064

1,362

268
5,038
4,161

1,383

274
5,169
4,259

After-the-Fact Scheduling 234 224 229 273 281 289
Grand Total 8,944 12,611 12,864 10,634 11,110 11,376

Risks of funding below the proposed level:

A

1 4 I

Potential violation of NERC, NAESB and FERC standards due to increasing complexityoof intra _
scheduling, system congestion management in shorter scheduling intervals and increasing transaction
volume; impaired ability to continue or rapidly recover scheduling operations if a major regtdisaliyptive

event occurs

N T E G R A T E D P R O G R A M R E V | E W 29
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2

Transmission Program Highlights"

¢CNFyaYAaaAzZzy { SNBAOSaQ .dzaAySaa { dzLJL
administrative support, including management, legal, logistics, security, and
aircraft services. Th&ransmission Marketingrogram prowdes frontllne
customerservice and support by negotiating, updating and managing
Transmissiorontracts,responding to customer issues and inquiries, and
revisingand establlshlng BPA policies and business practices in response¥
changingnarket needs and compliance responsibilities.

A 2-yearaverage (Business Suppor$45.7 million(Marketing):$18.2 million
A Changdrom BR14 (Business Suppori$3.9 million/yr -$70k/yr

Drivers for requested funding level:

4
4
“
4
NI
s
7y
-
y

Marketing

A New jointlyfunded Puget Sound Area Northern Intertie (PSANI) and Northera Mid 518229
Columbia Transmission improvement projects. A

A ¢CNlyaYAaaArzyQa aKINBE 2F !'3SyoOe 5SYIFYyR wSal

A Integrated automation projects associated with tariff, NOS and Gl.

A

| 2YLIX A yOS 6A0K bow/ NBfAIFIOAfTAGE a0l yYRINR3

Actuals Rate Case Proposed IPR
Business Support ~ ($ Thousands| 2013 2014 2015 2015 2016 2017
|Grand Total 28,42 41,407 42,201 41,83( 43,811 47,651
Actuals Rate Case Proposed IPR
Marketing ($ Thousands)| 2013 2014 2015 2015 2016 2017
|Grand Total 16,081 18,099 18,501 17,63¢ 18,033 18,424

Risks of funding below the proposed level:

A Risks of NERC, WECC, NAESB or FER@mmiance (required mitigation actions, financial
consequences), inability to fully support implementation of NERC CIP Version 5, risks to

customer satisfaction goals due to inability to implement initiatives that benefit customers.
0 1 4 | N T E G R A T E D P R O G R A M R E V I E W 30
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Transmission Program Highligh

TheBPA Maintenancprogramis responsible for maintaining about
three-fourths of the Northwest Region's hig¥pltage transmission
assetsincluding 15,100 circuihiles of Transmlssmn lines and towers,
299 substations, 195,000 acres of rigbitway corridors and 11,860
milesof access roads.

A 2-yearaverage$158.7million

A Changerom BR14:$7.1 million/yr
Drivers for requested funding level:

Maintenance
$158,673
34%

A Rapidlyevolving mandatory compliance responsibilities. _ _ _
A Planning to address maintenance backlog for equipment that is not associated with current
. compliance standards. _ o
A Application of municipal stormwater fees to BPA propertlgsS( v. City of Rentalecision)
A Development of Asset Register, fiber inventory, Asset Data Management (ADM) projects,
cost share for Facilities Asset Management (FAM) program.
. Actuals Rate Case Proposed IPR
Maintenance ($ Thousands) 2013 2014 2015 2015 2016 2017
Non-Electric Maintenance 25,204 27,303 27,853 30,054 30,750 31,424
Substation Maintenance 27,724 31,121 31,771 27,937 28,564 29,043
Transmission Line Maintenance 26,577 26,139 26,82( 26,804 27,054 27,483
System Protection Controls 11,864 13,0964 13,381 13,044 13,541 13,741
Power System Maintenance 17,62 16,904 17,589 17,654 18,239 18,507
Joint Cost Maintenance 123 1 1 109 111 113
System Maintenance Management 7,074 6,434 6,574 9,814 9,954 9,55€
ROW Maintenance 7,299 8,424 8,597 10,004 10,094 10,167
Heavy Mobile Equipment Maintenance (125 0 0 0 0 0
Technical Training 2,211 3,201 3,269 2,314 2,364 2,418
Vegetation Management 17,924 17,135 17,471 18,465 17,181 17,034
Grand Total 143,504 149,763 153,324 156,207 157,861 159,484

Risks of funding below the proposed level:

A Noncompliance with multiple NERC and WECC standards, increased risk of equipment
failure, system outages, reduced capacity, and curtailments.
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Engineering

Transmission Program Highlights

ProposecEngineeringpending levels are consistent with the levels
identified in the 2012 IPR and confirmed through a rigorous baseline
budgeting process and available funding pool exercise. Tpresesses
were used to determine minimum funding levels neededneet
compliancedrivenrequirements.

A 2-year average$48.9million
A Change from BR4:$7.2 million/yr
Drivers for requested funding level:

A Continued implementation of the STAR suiogram to meet NERC

_ compliance responsibilities and improve processes and procedures.

A Implementation of LIDAR, an integrated model that will allow BPA to optimize asset replacement

_and Transmission system expansion options.

A Compliance work associated with Optical Mygligabit Ethernet Transport (OMET),
synchrophasors, and the expanded suite of control center cglssets covered under NERC CIP

Version 5.
. . Actuals Rate Case Proposed IPR
Engineering (3 Thousands) 2013 2014 2015 2015 2016 2017
Research and Development 6,654 7,782 7,940 9,452 9,522 9,555
TSD Planning and Analysis 16,06( 14,013 13,284 15,934 16,484 16,738
Capital to Expense Transfers 7,069 4,124 4,202 4,247 4,307 4,351
NERC/WECC Compliance 13,0564 12,015 12,561 14,331 14,634 14,654
Environmental Planning and Analysis 1,241 1,164 1,189 1,56( 1,599 1,647
Engineering Line Rating 1,794 2,539 2,589 2,184 2,195 2,201
Grand Total 45,874 41,634 41,764 47,709 48,744 49,141

Risks of funding below the proposed level:

A 5SONBIFaSR FtoAfAGe (02 adzlLl2NI . t! Qa OFLIAGET )
FERC compliance issues; inability to complete the initial phase of the LIDAR survey work; other
compliance issues.
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Transmission

Proposed capital related costs ar24million
higher than BRL4 ($58million lower than in the January 8 Building the IPR Framework
packet).

A Over the past five years, capital related costs have increased due to theuimp
capital investments to sustain an aging transmission system and expand the
transmission system to meet regional needs.
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Agency Services
Overview

o 1 4 I

N T E G R A T E D

Agency Services is the term used to refer to all
of the corporate organizations.

These costs are ultimately covered by Power
and Transmission rates.

Corporate organizations either directly charge
into Power and Transmission O&M programs, i
there is a direct benefit to the program, or
costs are shared and are charged to Power
Services and Transmission Services via the
Agency Services G&A and Business Support
allocations.
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Agency Services

AgencySerwces has the following
A Provide governance and support to the busmess units at the lowest possible cost;

A Continuously improve processes and controls while maintaining a flexible environmer
accommodate evolving industry requirements;

A Support BPA initiatives to successfully integrate renewable electricity generation and
mitigate for oversupply conditions; and

A Improve the efficiency, and effectiveness of the federal workforce.

The cost estimates for Agency Services include the following

A Develop a sustainable strategy for meeting ldagn balancing requwements for the BPA
balancing authority that honors the ngmower constraints on the Federal hydrosystem
FYR . t! Qa adGl ddzi2aNe 206t A3FGA2YaT

A Meet the demands of a changing energy industry by managing business operations
efficiently and effectively through standardized, continuotigiyproved systems and
processes.

A Implement succession planning strategies; and

ALYLINROGS .t! Qa FoAfAGe (G2 NBO2OUSNI TNRY
essential mission functions.
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Agency Services

Agency Services faces the followirig

A Rapid evolution of the energy industry and increased cost of meeting Federal
requirements;

A Limited flexibility to respond to and implement new policies and requirements;

A Limited borrowing authority;

A Ensuring a continuous pipeline of skilled employees for succession planning needs;
A Market shifts in IT spending from capital to expense; and

A Economic impact on availability of contract resources.

The following services could berat if Agency Services operates below the
proposed levels.

A Havingstaffthat is the right size and composition witie rightskills and competencies,
at the right time, to fill behind the aging and retiring Federal workforce. Examples in
safety, environmental services, governance, and supipdyn.

A Employinghe technology tools that could increase efficiency across the agency.
Examples include project management, contracting and billing, finance and analysis
security

A Havingthe funding flexibility for maintaining certain mission critical facilities.

2 01 4 | N T E G R A T E D P R O G R A M R E V I E W 36



B O N N E V | L L E P O W E R AD M I N I S T R A T 1 O

Agency Services
Agency Services Expense Summary

Agency Compliance & Governance
2%

Administrator's OﬁiC\ |
<1% Chief Operating Officer

<1%

Corporate Strategy
12%

Workplace Services

19%

Customer Support Services
4%

Deputy Administrator's Office
<1%

Supply Chai | Finance
7% 6%

C&

Security & Continuity of Operations (OS!

3% General Counsel
(

4%

’ h Human Capital Management (HCM
Public Affair 7%

Internal Business Servi
<1%

Internal Audi

1%

Information Technology
28%
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Integrated Program Review

A Beginning May 28, participants can submit questions and/or request for specific meetings to
BPAFinance@bpa.gby June 6.

2 01 4 | N T E G R A T E D P R O G R A M R E V I E W 38


mailto:BPAFinance@bpa.gov

